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or to certain tax-exempt trusts, or
under or to certain annuity plans or
bond purchase plans), section
3401(a)(14) (relating to group-term life
insurance), section 3401(a)(15) (relating
to moving expenses), or section
3401(a)(16)(A) (relating to tips paid in
any medium other than cash).

[T.D. 7096, 36 FR 5216, Mar. 18, 1971]

§31.3401(a)-4 Reimbursements and
other expense allowance amounts.

(a) When excluded from wages. If a re-
imbursement or other expense allow-
ance arrangement meets the require-
ments of section 62(c) of the Code and
§1.62-2 and the expenses are substan-
tiated within a reasonable period of
time, payments made under the ar-
rangement that do not exceed the sub-
stantiated expenses are treated as paid
under an accountable plan and are not
wages. In addition, if both wages and
the reimbursement or other expense al-
lowance are combined in a single pay-
ment, the reimbursement or other ex-
pense allowance must be identified ei-
ther by making a separate payment or
by specifically identifying the amount
of the reimbursement or other expense
allowance.

(b) When included in wages—(1) Ac-
countable plans—(i) General rule. Except
as provided in paragraph (b)(1)(ii) of
this section, if a reimbursement or
other expense allowance arrangement
satisfies the requirements of section
62(c) and §1.62-2, but the expenses are
not substantiated within a reasonable
period of time or amounts in excess of
the substantiated expenses are not re-
turned within a reasonable period of
time, the amount paid under the ar-
rangement in excess of the substan-
tiated expenses is treated as paid under
a nonaccountable plan, is included in
wages, and is subject to withholding
and payment of employment taxes no
later than the first payroll period fol-
lowing the end of the reasonable pe-
riod.

(i1) Per diem or mileage allowances. If a
reimbursement or other expense allow-
ance arrangement providing a per diem
or mileage allowance satisfies the re-
quirements of section 62(c) and §1.62-2,
but the allowance is paid at a rate for
each day or mile of travel that exceeds
the amount of the employee’s expenses
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deemed substantiated for a day or mile
of travel, the excess portion is treated
as paid under a nonaccountable plan
and is included in wages. In the case of
a per diem or mileage allowance paid
as a reimbursement, the excess portion
is subject to withholding and payment
of employment taxes when paid. In the
case of a per diem or mileage allowance
paid as an advance, the excess portion
is subject to withholding and payment
of employment taxes no later than the
first payroll period following the pay-
roll period in which the expenses with
respect to which the advance was paid
(i.e., the days or miles of travel) are
substantiated. The Commissioner may,
in his discretion, prescribe special
rules in pronouncements of general ap-
plicability regarding the timing of
withholding and payment of employ-
ment taxes on per diem and mileage al-
lowances.

(2) Nonaccountable plans. If a reim-
bursement or other expense allowance
arrangement does not satisfy the re-
quirements of section 62(c) and §1.62-2
(e.g., the arrangement does not require
expenses to be substantiated or require
amounts in excess of the substantiated
expenses to be returned), all amounts
paid under the arrangement are treated
as paid under a nonaccountable plan,
are included in wages, and are subject
to withholding and payment of employ-
ment taxes when paid.

(c) Withholding rate. Employers may
add any payments made under reim-
bursement or other expense allowance
arrangements that are subject to in-
come tax withholding to the employ-
ee’s regular wages for a payroll period
and compute withholding taxes on the
total. Alternatively, the employer may
withhold income tax from the reim-
bursement or other expense allowance
at the flat 20-percent rate applicable to
supplemental wages, provided the em-
ployer withholds income tax from the
employee’s regular wages and provided
the reimbursement or allowance is paid
separately (or separately identified if
wages and reimbursement amounts are
combined in a single payment). See
§31.3401 (g)-1 regarding supplemental
wage payments.

(d) Effective dates. This section gen-
erally applies to payments made under

194



Internal Revenue Service, Treasury

reimbursement or other expense allow-
ance arrangements received by an em-
ployee on or after July 1, 1990, with re-
spect to expenses paid or incurred on or
after July 1, 1990. Paragraph (b)(1)(ii) of
this section applies to payments made
under reimbursement or other expense
allowance arrangements received by an
employee on or after January 1, 1991,
with respect to expenses paid or in-
curred on or after January 1, 1991.

[T.D. 8324, 55 FR 51698, Dec. 17, 1990]

§31.3401(a)(1)-1 Remuneration of
members of the Armed Forces of
the United States for active service
in combat zone or while hospital-
ized as a result of such service.

Remuneration paid for active service
as a member of the Armed Forces of
the United States performed in a
month during any part of which such
member served in a combat zone (as de-
termined under section 112) or is hos-
pitalized at any place as a result of
wounds, disease, or injury incurred
while serving in such a combat zone is
excepted from wages and is, therefore,
not subject to withholding. The excep-
tion with respect to hospitalization is
applicable, however, only if during all
of such month there are combatant ac-
tivities in some combat zone (as deter-
mined under section 112). See §1.112-1
of this chapter (Income Tax Regula-
tions).

§31.3401(a)(2)-1 Agricultural labor.

The term ‘‘wages’ does not include
remuneration for services which con-
stitute agricultural labor as defined in
section 3121(g). For regulations relat-
ing to the definition of the term ‘‘agri-
cultural labor”’, see §31.3121(g)-1.

§31.3401(a)(3)-1 Remuneration for do-
mestic service.

(a) In a private home. (1) Remunera-
tion paid for services of a household
nature performed by an employee in or
about a private home of the person by
whom he is employed is excepted from
wages and hence is not subject to with-
holding. A private home is a fixed place
of abode of an individual or family. A
separate and distinct dwelling unit
maintained by an individual in an
apartment house, hotel, or other simi-
lar establishment may constitute a pri-
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vate home. If a dwelling house is used
primarily as a boarding or lodging
house for the purpose of supplying
board or lodging to the public as a
business enterprise, it is not a private
home, and the remuneration paid for
services performed therein is not with-
in the exception.

(2) In general, services of a household
nature in or about a private home in-
clude services performed by cooks,
waiters, butlers, housekeepers, govern-
esses, maids, valets, baby sitters, jani-
tors, laundresses, furnacemen, care-
takers, handymen, gardeners, footmen,
grooms, and chauffeurs of automobiles
for family use.

(b) In a local college club or local chap-
ter of a college fraternity or sorority. (1)
Remuneration paid for services of a
household nature performed by an em-
ployee in or about the club rooms or
house of a local college club or of a
local chapter of a college fraternity or
sorority by which he is employed is ex-
cepted from wages and hence is not
subject to withholding. A local college
club or local chapter of a college fra-
ternity or sorority does not include an
alumni club or chapter. If the club
rooms or house of a local college club
or local chapter of a college fraternity
or sorority is used primarily for the
purpose of supplying board or lodging
to students or the public as a business
enterprise, the remuneration paid for
services performed therein is not with-
in the exception.

(2) In general, services of a household
nature in or about the club rooms or
house of a local college club or local
chapter of a college fraternity or soror-
ity include services rendered by cooks,
waiters, butlers, maids, janitors, laun-

dresses, furnacemen, handymen, gar-
deners, housekeepers, and house-
mothers.

(c) Remuneration not excepted. Remu-
neration paid for services not of a
household nature, such as services per-
formed as a private secretary, tutor, or
librarian, even though performed in the
employer’s private home or in a local
college club or local chapter of a col-
lege fraternity or sorority, is not with-
in the exception. Remuneration paid
for services of a household nature is
not within the exception if performed
in or about rooming, or lodging houses,
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